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PROFITS, SALARIES AND WAGES. 


1. The new White Paper on the Sources of War Finance and on 
National Income and Expenditure (Cmd. 6438) gives data on the national 
income and its components which for 1940 and 1941 differ appreciably 
from those contained in the White Paper published last year (Cmd. 6347). 
It is to the credit of the authors of the White Paper that they have 
succeeded in obtaining new information and have not hesitated to revise 
their previous estimates. The revision raises considerably the figures 
of profits and interest, and salaries in 1940 and 1941 and also reduces 
somewhat the figure of wages. On balance the national income is in- 
creased and this, in conjunction with some reduction of the estimates of 
personal consumption, causes the figures of disinvestment (which are 
calculated. as a residual and thus are very sensitive to changes in, the 
figures estimated directly), to be much lower than those published last 

ear. 
‘ The present results seem to be much more reasonable than those con- 
tained in the last White Paper; in particilar the war-time rise in 
salaries according to the latter was too small to be plausible. With 
regard to the figures of disinvestment which, as mentioned above, are 
now estimated at a much lower level than previously, this does not 
necessarily disturb the conclusion that substantial disinvestment in fixed 
and working capital of the non-war industries was actually taking place. 
For as the authors rightly observe, allowance must be made for the 
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increase in working capital in the war industries carried by private 
business finance and thus offsetting the disinvestment in the non-war 
sector. It should be added that because changes in inventories are 
calculated without eliminating changes in the basis of valuation, the 
figures of disinvestment are reduced as a result of rising prices, i.e. they 
would be higher if the valuation of inventories at the beginning and the 
end of a given year were carried out on the basis of the same prices. 

This leads us to another change introduced in the new White Paper. 
In the previous White Paper the authors corrected the figures of profit 
and disinvestment for 1938, which was a year of falling prices, but they 
assumed that a similar correction was not necessary for the war years 
because these were years of rising prices. This asymmetrical treatment, 
which had been criticised, is now recognised to be unjustified, and no 
attempt is now made in any year to eliminate the change in the basis of 
valuation of inventories from the beginning to the end of the year. This 
actually amounts to the valuation of stocks being made on a cost basis 
throughout, for in the period of continuously rising prices (1940, 1941, 
1942) firms preferred (for tax purposes) to value their inventories at cost 
rather than at current price ; and for 1938, the valuation at cost and at 
current price would have given similar results. 

It follows, as mentioned above, that the figures of disinvestment do 
require correction for the changing basis of valuation of inventories. 
It may be shown, however, that for an analysis of the distribution of the 
national income such corrections are probably not necessary. With the 
valuation of inventories at cost, profits in a given year are equal to sales 
_ minus the factors of production purchased during the year plus inventories 

at the end of the year at cost minus inventories at the beginning of the 
year at cost. This means that profits are equal to sales minus the 
cost of factors actually used in the production of goods sold during the 
year.2, Now if entrepreneurs, as seems usually to be the case, do their 
pricing on the basis of purchase cost, then profits, as defined above, 
plus overheads correspond to gross margins assumed in pricing. -It is 
this figure, therefore, which must probably be taken into account in the 
analysis of the distribution of the national income. 

2. We shall now analyse the-distribution of the national income on 
much the same lines as we did last year.2 We first show the relative 
share of wages in the national income as follows directly from the figures 


of the White Paper. 
1938 1940 1947 1942 


Wages* me aoe nee wee cee 1,787 2,425 2,970 3,409 
National Income* an tee eas 4,490 5,726 6,619. 7,384 
Relative share of wages, %... ... 39.8 424 449 46.2 


*Inclusive of the pay and ‘allowances (in cash and kind) of H.M. Forces and 
Auxiliary Services. a 


1Cf. M. Kalecki ‘ Wages and the National In i i 
ris 4 Waeawitaetie ag a Income in 1940 and 1941,’ BuLtLetin 
*If a is the value of sales, b=the value of the factors of production 
during the year, b’ =the value of the factors used in i oh of the a at 
during the year, c,=inventories at the beginning of the year and Cg= inventories at 
the end of the year, profits are equal to a—b + cy — ¢, ora — (b+ ¢,— cq). But 
b’ = b + ¢, — cy and thus profits = a —b’ . a 
ee . Kalecki, ‘ Wages and the National Income in 1940 and 1941,’ BULLETIN Vol. 4, 
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We shall exclude now, from both wages and the national income, the 
remuneration of soldiers, because this cannot be considered as a usual 
type of wages, being paid, so to say, outside industry proper and having 
no counterpart in overheads and profits. For the same reason we shall 
also deduct from the national income the remuneration of officers, which 
the White Paper includes in salaries. It has been roughly estimated? 
that the remuneration of soldiers amounted, in round figures, to £40 
million in 1938, £300 million in 1940, £500 million in 1941 and £550 
million in 1942. Officers’ remuneration is assumed, as in the article 
quoted, to be approximately one-tenth of the pay of other ranks (i.e. 
of soldiers). After these deductions are made we obtain the following 
figures for wages and the national income. 


1938 71940 1947 1942 


Wages* ... ate oo $e 740 2125 2;470 2859 
National Incomet se ae peel tts 4408 59018 610695 8 '6;7.79 
Relative share of wages, % ... eis 39.3 39.4 40.7 42.2 


* Exclusive of soldiers’ remuneration. 
+ Exclusive of soldiers’ and officers’ remuneration. 


It is interesting to compare the changes in the wage bill after deduc- 
tion of soldiers’ remuneration with the estimates of those changes given 
in this BULLETIN.? If we take 1938 as 100 the index of the wage bill 
according to the above table is 121.5 in 1940, 141.5 in 1941 and 163 in | 
1942. Our respective estimates are 125, 146.5and 166.5 Our estimates 
are consistently higher in all the years which may be partly accounted 
for by the fact that they relate only to insured labour and therefore donot 
take into consideration the drastic reduction in the number of domestic 
servants in war-time. In no year, however, does the difference exceed 
559: 

The relative share of wages shows a certain increase in 1941 and 1942 
over the 1938 level, even after the correction for soldiers’ remuneration 
has been made. As we shall see, however, this is due to the relative fall 
in the income of ‘non-wage industries,’ namely real estate and retail trade 
(the latter employs shop assistants, but they are classified in the White 
Paper as salary earners). To eliminate this factor, which obscures the 
trend in the relative share of wages, we shall subtract rents and the 
gross income of retail trade from the national income. 

As regards rents we shall take into consideration only those of a 
residential character, because rents on factory buildings etc. (mostly 
imputed) must rather be considered a part of incomes of the respective 
business. We estimate roughly residential rents on the basis of figures 
given in the White Paper, Table B, for residential rents, rates and water 
charges, and a guess at residential rates and water charges. We put 
the residential rents at £350 million for 1938 and £360 million for the 
war years. ; ; 

The gross income of retail trade may be estimated as follows. Total 
retail sales (inclusive of motor cars and coal) may be put on the basis of the 
information given in the White Paper, Table B, and of an estimate of 
sales of motor cars and coal at roughly £2,700 million, £2,900 million 


ty. L. Nicholson, ‘ The Distribution of the War Burden,’ BuLLETIN Vol. 5, No. 7. 
2 BULLETIN Vol. 5, No. 4, p. 71. 
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£3,000 million, and £3,250 million in the years 1938, 1940, 1941 and 1942 
respectively. The retailers’ margin may be assumed to be something 
like 25 per cent. of the value of sales.1_ And from what information is 
available it may be judged that the war-time change in indirect taxation 
has been passed to the consumer without being ‘ marked up’ by the 
retailer. The rise in indirect taxation of ‘ retail goods’ over the level 
of 1938 may be oughly estimated from the increases in customs and 
excise which are mainly on ‘ retail goods’ and this may be checked by 
the information contained in the White Paper (Tables I and IV). The 
figures obtained are about £135 million for 1940, £335 million for 1941 
and {510 million for 1942. We thus calculate the gross income of 
retail trade by taking 25 per cent. of £2,700 million in 1938 ; while in 
1940, 1941 and 1942 we take 25 per cent. of the differences: £2,900 million 
minus £130 million, £3,000 million minus £335 million, £3,250 million 
minus £510 million respectively. We obtain in this way the gross income 
of the retail trade in round figures at £670 million, £690 million, £670 
million and {680 million in 1938, 1940, 1941 and 1942 respectively. 
We can now eliminate from the national income residential rents and 
gross income of the retail trade. 


1938 7940 1941 1942 
Wages* Bc bo “ae aoe Se A Tag eZ 12524702 S59 
National Income* less rents and gross 


income of retail trade 3,426 4,346 5,039 5,739 


Relative share of wages, % w= «51.0 48.9 4900 49.8 
*Exclusive of remuneration of H.M. Forces. 


As we see, the relative share of wages in the national income in war- 
time is, after the above deductions, lower than in 1938; It should be 
added that in the national income there is still an item which has no 
counterpart in wages, namely income from overseas, which in 1938 
amounted to £235 million. If we subtract this item from the national 
income in 1938 the relative share of wages in that year is 54.8 per cent. 
The level of the income from overseas was no doubt>very strongly 
reduced from 1938 to 1942, and in the latter year the relative share of 
wages in the national income after the deduction of income from over- 
seas is not likely to differ significantly from 50 per cent. For the 


intermediate years we may put this figure tentativel 
We thus obtain: P gu atively at 51 and 50. 


: : 1938 
Hypothetical relative share of wages 7 940 7 947 1942 


after the exclusion from national 
income of residential rents, gross 
income of retail trade and income 
from overseas, %* ... oe eax 54.8 51 50 50 


*Remuneration of H.M. Forces is excluded from both wages and the national income 


3. Looking at the above figures we see first a signifi i 
relative share of wages from 1938 to 1940. This a be plc oe 
follows. The rise in prices of raw materials was, in the period considered 
very much greater than that in wage costs. If, as is plausible to assume, 
the entrepreneurs calculate in general their prices by ‘ marking up’ 


1Cf. H. Smith. Retail Distribution, p. 141. 
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prime costs, i.e. costs of materials and wages, profits increase roughly in 
the same proportion as prime costs. Thus if raw material prices rise 
more than wage costs, profits increase more than wages. This factor was 
operative in 1940. From 1940 to 1941 the slight fall in the relative 
share of wages may be attributed to the inflationary increase of prices 
in certain sectors of the economy, that is to the increase in prices out of 
proportion to prime costs. It should be noticed that such a trend may 
be assumed only for consumption goods. It is likely that in war in- 
dustries a movement in the opposite direction took place because of 
more rigid handling of contract prices, and this has partly offset the 
effect of the inflationary factor. This offsetting influence might also 
have contributed to the stability of the relative share between 1941 and 
1942. In actual fact there has probably been an inflationary rise in the 
prices of some goods in this period which would have caused a further 
fall in the relative share of wages in the industries concerned. 

It must be added that all this discussion is rather conjectural because 
of many factors which, in addition to those taken into consideration, 
influence the relative share of wages in the national income. A very 
important factor, for instance, is the violent relative shift which was 
taking place between various industries. This latter factor is, however, 
unlikely to invalidate our conclusions for the following reason. The 
most important shift was that from the sector of civilian consumption 
to engineering industries. Now the relative share of wages in the net 
product of the engineering industry seems, on the basis of avilable in- 
formation, to have been higher than the figures obtained for the relative 
share in the national income (after the above deductions have been made). 
Thus the increase in the weight of engineering industry would, if any- 
thing, tend to increase the average relative share of wages, and thus to 
offset the fall in the relative share of wages in the civilian sector. 


M. KALECKI. 


POINT RATIONING OF FOODSTUFFS 


Three advantages can be claimed for the relatively new system of 
point rationing. It enables goods to be rationed which could not be 
rationed specifically because individual requirements for such goods 
are not sufficiently uniform nor their supply sufficiently regular. It 
makes it possible for the authorities, by means other than the price 
mechanism, to ‘ steer’ demand (within the points group), deflecting it 
from goods which are particularly scarce to others which are selling more 
slowly, simply by changing relative point values. Finally, it preserves 
a maximum degree of consumers’ choice. The British system of points 
rationing of food was the first in this field, but recently similar systems 
have been introduced in other countries. A brief survey of the way in 
which points rationing has worked in this country and of the experience 
gained may be of interest especially in view of the impending revision 
of the scheme.? 

1. There was fairly general agreement with the recent statement by 
the Parliamentary Secretary to the Ministry of Food that the point 
system is one of the most popular elements in the distributive plan. The 


1See ‘The Grocer,” May 22nd, 1943. 
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reason for its popularity lies not only in the excellent quality of some of 
the foods included in the group but also in the economic advantage to 
the consumer of a point rationing scheme as compared with haphazard 
distribution. One of the main advantages of the scheme became 
apparent less than a fortnight after its inception when complaints were 
made by some traders that certain firms were selling lend-lease 
canned food at what they called uneconomic prices. These complaints 
were quite rightly rejected by the then Parliamentary Secretary to the 
Ministry of Food, who pointed out that legal maximum prices were not 
intended to be minimum prices and that the resumption of competition 
was due to the fact that for the first time for a long period there was a 
buyer’s market as against a seller’s market, which was to the advantage 
of the consumer rather than the seller.* 

It is also very probable that the mobilisation of women for war work 
was gteatly assisted by the introduction of the points scheme which 
made many important secondary foods available without the need of 
queueing and with some certainty that one or the other of the goods 
needed would be in stock. In fact, points rations were ‘ honoured ’ 
by the Ministry of Food in the same way as any other ration. For the 
first nine months of the scheme, an estimate by the Co-operative Union 
Research Officer put the percentage of points used at 90 and, according 
to the same source, this percentage has risen since.2, But there may be 
many families with low incomes or (and) many children for whom the 
percentage of points used is considerably below the national average. 
Thus there seems to be a fairly high demand for point goods at current 
prices except by the lowest income groups, and satisfactory supply, not 
pees in the case of each individual kind of good but for the group as a 
whole. Fak 

The nutritional aspect of the scheme was illustrated by an official 
estimate in March 1942 that canned meat distributed under the point 
scheme was equivalent to an addition of about one-fifth to the meat 
ration,’ but as will be shown later, it may now represent a smaller 
fraction of total meat supplies. OG: 

2. Total consumption can be regulated by a change in the number of 
points allowed in each rationing period, or by changing the composition 
of the point group, putting additional foodstuffs under the scheme or 
taking some out of it without adjusting point income (or with insufficient 
adjustments), or finally by increasing or diminishing the point value of 
all, or almost all foodstuffs included in the scheme, again without ad- 
justing point income. That point rationing eould be used as it has been 
for a considerable period, in order to reduce consumption (by all three 
methods) without any loss in its popularity seems to bring out Mr. 
Mabane’s recent dictum that people do not mind so much going without 
pe thing or the other as long as they are sure that others can not have it 
either. 

_At its start, point rationing covered canned meat and fish and beans ; 
sixteen points were allowed per rationing period. When dried fruits, 
nd certain cereals and pulse foods were included in the scheme, point 


1 Hansard, December 9th 1942, 


2 Co-operative Review, Februa 1943. 
Aloe ry 1943. The percentage relates to Co-op. 


3 Hansard, March 3rd 1942. 
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income was raised by 4 points. Later, with condensed milk and break- 
fast foods point-rationed, 4 more points were granted. Since then 
point income has been reduced by 4 points,! but the following foodstuffs 
were added to the scheme: syrup and treacle, biscuits and oats. In 
February 1942 and 1943 (at a time when home supplies of fresh fruit 
were lowest) limited supplies of tinned fruit were made availabe on 
points, again without increases in point income. According toa Ministry 
of Food official ‘ the policy of increasing the number of commodities on 
points is a deliberate method of curtailing food consumption and is 
dictated by shipping conditions.’? : 
The growth of the point rationing scheme is indicated in Table I. 


TABLE I, 

Groups of Foodstuffs included in the Point Rationing Scheme and Dates when included 
1, Canned Meat (December, 1941) 7. Rice, Sago and Tapioca. (Jan., 1942) 
2. Canned Fish. (December, 1941) 8. Dried Peas, Beans and Lentils. 

(January, 1942) 
3. Canned Fruit. (February, 1942) 9. Dried Fruits. (January, 1942) 
4. Canned Vegetables. (February, 1942) 10. Syrup and Treacle. (July, 1942) 
5. Condensed Milk. (April, 1942) 11. Biscuits. (August, 1942) 
6. Cereal Breakfast Foods. (April, 1942) 12. Oatflakes. (December, 1942) 


3. The extent to which the Ministry of Food made use of its power to 
steer demand through changes in relative point values can be seen from 
the following tables. Table II shows changes in point values within one 
selected sub-group, dried fruits, which may serve as an example for 
similar changes in other sub-groups. Such adjustments affecting near 
substitutes will probably have the greatest influence on the consumer. 


TABLE II. 

Point Values per Pound of Commodities in the Group ‘ Dried Fruit’ in 1942, 
Commodity oat Ree AP 26.1 9.3 4.5 ey PASS) * IGP 
Dates 8 6 8 6 Ze ee, 
Figs se bee | Bs ane 8 6 8 6 6 6 
Prunes ose aa wae bate 8 6 8 6 6 4 
Currants, Muscatels, Raisins, Saltanas 

8 6 12 12 16 16 


Dried Apples, Apricots, Nectarines, 
Peaches, Pears fie ea ic 
Table III should give a picture of changes of the average point 
values of the various sub-groups. In the absence of further information, 
for each sub-group simple averages of the point values of all items within 
the sub-group had to be taken. When point values in different periods 
are being compared, any differences in point income should be kept in 
mind. 
Inspection of the tables would suggest that it was only after a good 
deal of trial and error that the authorities succeeded in establishing 
relative point values which would equate supply and demand. Changes 
in supply may have required a few adjustments but it was only to be 
expected that some more experimenting in point values would be 


1 To counterbalance the increase in the cheese ration from 4 to 8 ozs. (subsequently 
reduced again to 3 ozs.) 
* Manchester Guardian, February 6th 1943. 
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TaBteE III. 
Index Numbers of Point Values of Point Rationed Foodstuffs in 1942. 
Date of Change Number of Group. 


ae as Ge CE occ Se a Ee 


eet ae 100 100 100 
Feb. 23... 100 100 

March 97 00 118 412 95 85° 75 
April 6 ... 100 100 

May 4 ... 163 119 200 120 
[uneme lee. 98 105 


be 100 
iulve 26nee 
Aug. 23... 200 100 


Sept. 20... 147 112 ” 
Oct Saar. 92 


Dect 13 ae 109 100 


100= Average point value of all items in each group at thetimeof its inclusion in 
the points scheme. ; 
Groups are defined and numbered as in Table I. 


necessary to find the equilibrium point value, which is determined in the 
first approximation by the degree of disparity between the controlled 
money price of each food and its hypothetical equilibrium price in a free 
market.!_ A good whose controlled price is already so high that there are, 
at that price, only few buyers who still cannot be supplied, will only 
need a low point value ; while another good with a controlled price far 
below the price it would fetch with the given supply on a free market, 
will have to have a high point value in order to exclude all those who are 
willing to buy at the controlled price, but cannot be supplied. Ofice 
the equilibrium point value is found, further adjustments become neces- 
sary only when there are changes on the supply, or—less frequently— 
on the demand side. Both tables bring out quite clearly that most 
changes in point values occurred in the first rationing periods after the 
respective foods were brought under the scheme. In fact, very few 
changes have occurred in the current year. 

There are, of course, limits to what can be achieved through changes 
in relative point values. The trend for point values of imported canned 
meat, e.g., has been upward, while the number of points to be surrendered 
for home-made canned meat was lowered on several occasions. Yet 
demand is still favouring the imported brands because of their marked 
superiority in quality. It also seems unlikely that the present shortage 
of biscuits could be relieved by raising their point value, and it may 
perhaps be more advisable to transfer them to the narrower sweets and 
chocolate group under the Personal Points Scheme. In other cases it 
may be better to distribute scarce goods (grapes, pears, tomatoes etc.) 
through specific channels such as schools, factories, hospitals, camps, etc., 
directly to the consumers who need them most. Such differential 


_1 E. M. Fi. Lloyd, ‘ Some Notes on Point Rationing.’ Review of Economic Statis- 
tics, May 1942. The official policy was to effect shifts in demand only through 
- adjustments in point values, leaving relative prices constant. 
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distribution of goods with high scarcity values would tend to ease the 
working of the general point rationing scheme. 

One of the advantages of point rationing is its flexibility, the 
comparative ease with which it can be extended to further goods. In 
February 1943 a Ministry of Food speaker said that he thought ‘ itgwas 
certain that over, say, 12 months the points scheme would have to be 
extended.’ In view of past experience it is to be hoped that such 
extensions will be effected as soon as possible. 


K. W. RotuscuHiLp, Glasgow. 
J. GOLDMANN. 


DIARY. 


Pay-As-You-Go TAXATION IN THE UNITED STATES. 


The taxation of small incomes in the United States seems to have 
created even greater difficulties than those which have arisen from the 
same procedure in Great Britain. In 1942 there were about 8 million 
income tax payersinthe U.S. Largely as a consequence of the reduction 
of the exemption limit in the 1942 Revenue Act to $500 for single persons 
and $1200 for married persons, with an allowance of $350 for each 
dependent, the number of tax payers in 1943 will increase to 44 million. 
The administrative problem of taxing this large number is considerable. 
Taxation at source has so far not been introduced! (except for the 
Victory tax where a certain part is withheld at source). The income is 
assessed after the end of the calendar year, and the tax is paidin the 
following March, or in quarterly instalments up to December. As the 
small tax payers are unlikely to save for their tax payments, it is pro- 
posed to deduct the tax at source, and to base it on current income. 
It is also argued that by eliminating the lag between income and tax 
payment the tax on increasing income would be captured as quickly as 
possible, and inflationary pressure would thereby be lessened. The 
switch-over to taxation of current income presents, however, great 
difficulties. Either last year’s taxes would have to be foregone, or 
they would have to be spread out over a number of years, to be paid 
beside the current taxes. The former alternative, namely to forego 
last year’s taxes was advocated by Mr. Ruml (Chairman of the N.Y. 
Federal Reserve Bank) and the ‘ Ruml plan’ has become the subject of 
heated controversy and press campaign. Its persistent advocates 
have managed to hold up the budget up to now but have apparently 
been finally defeated. 

The President resisted the proposal (while ‘still accepting partial 
cancellation) on the grounds that it would benefit the big taxpayer who 
would escape one year’s taxation. On the opposite side it was argued 
that there is no real ‘ escape’ involved in the simple switching over of 
the basis of the assessment from the past to the present year (present 
year’s income being on the whole higher rather than lower than last 
year’s). This argument does not seem to be correct. If we imagine 
that at a certain date after the war incomes will fall from the abnormal 
war levels, then under the Ruml plan tax revenue will at once fall, 


1Under the withholding tax bill which has just passed Congress it will start in July. 
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whereas with the present lag it would still for one year be based on the 
high wartime incomes. The taxpayer would therefore fail to pay the 
taxes on the excess income due to the war for one year, which would 
doubtless be of considerable benefit to big taxpayers particularly. It is 
therefore not surprising that the plan has become a political issue. 

On the other hand it is difficult to see why the administration was ever 
induced to accept the pay-as-you-go principle for the higher income 
groups. It has been argued quite correctly by Mr. E. M. Friedmann? 
that these big taxpayers (numbering about 4 million) who are accustomed 
to income tax already, and who keep books, can be relied upon to save 
their taxes out of current income, and are in no danger of either default- 
ing or being forced to borrow for tax payment. For these classes the 
_ pay-as-you-go plan is completely superfluous and the present practice 
could be continued. . The idea that inflation would be curbed by a pay- 
as-you-go plan for these people is irrelevant, because they put the taxes 
aside out of current income, and if they choose not to do so they can in 
any case not be prevented by taxation from spending out of capital. 

For the bulk of the taxpayers, mainly new ones, who are in the lower 
- income groups, the pay-as-you-go plan is more important ; in their case 
acceptance of the plan would only mean that taxation for them would 
start one year later than otherwise. There are, however, administrative 
difficulties in carrying out the plan. It is said'that it would be imprac- 
ticable to leave the job of currently assessing and collecting the tax to 
the pay roll officers of firms; the various allowances and the different 
' structure of income tax and victory tax (which starts at the lower 
exemption limit of $624) make this job too complicated.2, The alterna- 
tive which has now been adopted is a ‘ withholding tax’ which in- 
volves the deduction at the source of more or less unifofm percentages 
of current income above exemption level, with correction after the 
end of the year. This procedure is still unsatisfactory for the ‘ with- 
holding tax’ will impose burdens on those who'will be temporarily 
over-taxed and get their refunds only at the end ofthe year, whereas 
others will have only a part of their tax withheld. It’is this kind of 
complication which led the British tax authorities to base the assessment 
on past income and not to make any attenipts at a pay-as-you-go policy 
comparable to the American scheme. Even so the administrative 
problems have been great enough here, and it is therefore likely that the 
withholding tax scheme, at least in its first stages, will not run too 
smoothly. 


SUPPLY OF TEXTILES TO AFRICA. 


In the first quarter of 1943 British total exports of cotton yarns were 
4.7 million lb., which was about the same rate as in 1942, but which 
represents a fall of 80% as compared with the last quarter of 1939. 
_ Exports of cotton piece goods fell sharply from a quarterly average of 

121 million sq. yds. in 1942 to 82 million sq. yds ; since the first quarter 
of the war they have dropped by 76%. Woollen and worsted yarns in 


. ae and Commercial Chronicle,” 18th February, 1943 
n Germany the income tax is in fact collected in this way currently by the fir 
but the practice has been established already for a long ti Se caieaeal 
of the Victory Tax is absent. % Sa Tt sey Sor ee 
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1942 were 26.4 million lb., a decline of 64% from the 1939 level ; woollen 
and worsted piece goods stood up best to war-time restrictions ; exports 
in 1942 amounting to 73.3 million sq. yds., were reduced by 21% only 
since 1939. 

The various branches of textile exports thus differed in their develop- 
ment toa marked degree, although the principle of satisfying only the 
most essential needs of overseas areas dependent on this country was 
applied equally to all sections of the industry. Shortages of shipping 
space, exhaustion of stocks, different degrees of concentration, changes 
in the regulations of importing countries, lend-lease shipments such as 
those to Russia and the loss and gain of markets resulting from military 
events accounted for this differential contraction. 

The occupation of French North and West Africa by the Allies will 
have considerable repercussions on textile exports. Little is known 
about the development since the first landings in November. From 
Lend-Lease figures it appears that during the first four months U.S.A. 
had sent textiles and apparel valued at some $10 million, for civilian 
purposes. Lancashire also seems to have provided part of the civilian 
supplies including 200,000 yards of cotton print. It is not clear if the 
reciprocal agreement, according to which British troops in the Middle 
East receive American equipment while U.S. troops stationed in this 
country are equipped here applies to the Army now stationed in North 
Africa. According to reports, the British Purchasing Commission 
in U.S.A. intended (in April) to buy 100,000,000—150,000,000 yards of 
cotton textiles, which it is assumed, would be shipped to African and 
particularly North African markets. 

With regard to West Africa, exports of textiles from U.K. are re- 
‘stricted within the general system of allocations but French Cameroons 
and Equatorial Africa have been granted additional quotas. The 
Cotton Control accepts only applications for export of cloth above 
60,006 linear yards, with the exception of some speciality cloth where 
orders down to 24,000 linear yards are accepted. Exporters who are 
able to order these minimum quantities can arrange the details of the 
goods to be produced. Exporters with smaller orders, however, are 
dependent on the British Overseas Cottons Ltd., which is entitled to 
supply standard styles in quantities below the usual minimum. This 
system of ‘ planned production’ for exports, introduced last year, was 
first applied only to African territory, Newfoundland and British West 
India, and has now been extended to all markets. An important change 
in the allocations to West Africa was introduced in the second quarter 
of 1943 when the total allocation was split up on a regional basis, Nigeria 
receiving 70 per cent., Gold Coast 22 per cent., Sierra Leone 6 per cent., 
and Gambia 2 percent. Exports to Senegal have been resumed after a 
three years interval and are allotted to firms known as exporters to 
West African territory. The Ministry of Supply acts as agents for these 
firms, and French authorities distribute the goods in Senegal. This 
arrangement had been tried after the liberation of Madagascar, although 
at that time it was not the British Ministry of Supply but the corres- 
ponding Ministry of the Fighting French which acted for the British 


exporters. : : ; 
In East Africa! the Colonial Governments introduced in the summer 0 
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1942 priority ratings for all imports from overseas which are now 
restricted to three classes of priorities. Licences granted for imports 
from U.K. have been recalled for examination and a part of them has 
been annulled. Recently the East African Governments have put 
forward a plan, which provides for the formation of a corporation to 
import Indian cotton piece goods which are at present in short supply 
and to secure a more equitable distribution at controlled prices. Al- 
though the corporation would control only 55% of imports, the nu- 
merous Indian importers trading in East Africa feel their existence 
threatened by this new move, and are likely to oppose strongly the new 
organisation. 

Imports of textiles to the Union of South Africa are regulated by 
import permits and/or certificates of need for which quarterly applica- 
tions are required. At the end of last year only those applications 
remained valid which were sponsored by the High Commissioner in 
London. Certificates granted for the import of cotton textiles are 
equated with the raw cotton quota allocated by Great Britain to South 
Africa. In the fourth quarter of 1942 a large proportion of the allocation 
of raw cotton was not used by the Union Government and therefore 
redistributed by the Cotton Board for other destinations, a development 
which was probably connected with the landing in North Africa. - 

The problems connected with the export of textiles to the first liberated 
continent are manifold. Concentration of all branches of the -textile 
industry, general clothes rationing and price control in the overseas 
markets and an improvement in the shipping position will contribute to 
their satisfactory solution. 


